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I.  Exemptions. 

In  addition  to  sections  3  and  4  of  the  Securities  Act  of  1933,  as 
amended,  the  following  should  also  be  considered : 

( a )  Excerpt  from  subdivision  (h)  of  section  77B  of  the  Bank¬ 
ruptcy  Act ,  as  contained  in  Public  No.  1$0,  Seventy-second  Congress r 
approved  June  7,  193 

“*  *  *  All  securities  issued  pursuant  to  any  plan  of  reorgani¬ 

zation  confirmed  by  the  court  in  accordance  with  the  provisions  of 
this  section,  including,  without  limiting  the  generality  of  the  fore¬ 
going,  any  securities  issued  pursuant  to  such  plan  for  the  purpose  of 
raising  money  for  working  capital  and  other  purposes  of  such  plan 
and  securities  issued  by  the  debtor  or  by  the  trustee  or  trustees 
pursuant  to  subdivision  (c),  clause  (3),  of  this  section,  and  all 
certificates  of  deposit  representing  securities  of  or  claims  against  the 
debtor  which  it  is  proposed  to  deal  with  under  any  such  plan,  shall 
be  exempt  from  all  the  provisions  of  the  Securities  Act  of  1933, 
approved  May  27,  1933,  except  the.  provisions  of  subdivision  (2) 
of  section  12,  and  section  17  thereof,  and  except  the  provisions  of 
section  24  thereof  as  applied  to  any  willful  violation  of  said  sec¬ 
tion  17.” 

Note. — Subdivision  (c),  clause  (3),  referred  to  in  the  above  excerpt,  reads 
as  follows : 

“(c)  Upon  approving  the  petition  or  answer  or  at  any  time  thereafter,  the 
judge,  in  addition  to  the  jurisdiction  and  powers  elsewhere  in  this  section 
conferred  upon  him,  *  *  *  (3)  may,  for  cause  shown,  authorize  the  debtor 

or  the  trustee  or  trustees,  if  appointed,  to  issue  certificates  for  cash,  property, 
or  other  consideration  approved  by  the  judge  for  such  lawful  purposes,  and 
upon  such  terms  and  conditions  and  with  such  security  and  such  priority  in 
payments  over  existing  obligations,  secured  or  unsecured,  as  may  be  lawful  in 
the  particular  case;  *  *  *” 

(b)  Excerpt  from  subdivision  (/)  of  section  77  of  the  Bankruptcy 
Act ,  as  amended  by  Public  No.  381 ,  Seventy -fourth  Congress , 
approved  August  £ 7 , 1935: 

“*  *  *  The  provisions  of  title  I  and  of  section  5  of  the  Se¬ 

curities  Act  of  1933,  as  amended,  shall  not  apply  to  the  issuance, 
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sale,  or  exchange  of  any  of  the  following  securities,  which  securities 
and  transactions  therein  shall,  for  the  purposes  of  said  Securities 
Act,  be  treated  as  if  they  were  specifically  mentioned  in  sections  3 
and  4  of  the  said  Securities  Act,  respectively:  (1)  All  securities  issued 
pursuant  to  any  plan  of  reorganization  confirmed  by  the  judge  in 
accordance  with  the  provisions  of  this  section;  (2)  all  securities 
issued  pursuant  to  such  plan  for  the  purpose  of  raising  money  for 
working  capital  and  other  purposes  of  such  plan;  (3)  all  securities 
issued  by  the  debtor  or  by  the  trustee  or  trustees  pursuant  to  sub¬ 
division  (c),  clause  (3)  of  this  section;  (4)  all  certificates  of  deposit 
representing  securities  of,  or  claims  against,  the  debtor,  with  the 
exception  of  such  certificates  of  deposit  as  are  issued  by  committees 
not  subject  to  subsection  (p)  hereof.  The  provisions  of  subdivision 
(a)  of  section  (14)  of  the  Securities  Exchange  Act  of  1934  shall  not 
be  applicable  with  respect  to  any  action  or  matter  which  is  within 
the  provisions  of  subsection  (p)  hereof.” 

Note.— -1.  Subdivision  (c),  clause  (3),  referred  to  in  the  above  excerpt,  reads 
as  follows : 

“(c)  After  approving  the  petition: 

****»•  * 

“(3)  The  judge  may,  upon  not  less  than  fifteen  days’  notice  published  in 
such  manner  and  in  such  newspapers  as  the  judge  may  in  his  discretion  deter¬ 
mine,  which  notice  so  determined  shall  be  sufficient,  for  cause  shown,  and  with 
the  approval  of  the  Commission  [Interstate  Commerce  Commission],  in  accord¬ 
ance  with  section  20  (a)  of  the  Interstate  Commerce  Act,  as  now  or  hereafter 
amended,  authorize  the  trustee  or  trustees  to  issue  certificates  for* cash,  prop¬ 
erty,  or  other  consideration  approved  by  the  judge,  for  such  lawful  purposes 
and  upon  such  terms  and  conditions  and  with  such  security  and  such  priority 
in  payments  over  existing  obligations,  secured  or  unsecured,  or  receivership 
charges,  as  might  in  an  equity  receivership  be  lawful.” 

2.  Subsection  (p),  referred  to  in  the  above  excerpt,  reads  as  follows: 

“(p)  It  shall  be  unlawful  for  any  person,  during  the  pendency  of  proceedings 
under  this  section  or  of  receivership  proceedings  against  a  railroad  corporation 
in  any  State  or  Federal  court,  (a)  to  solicit,  or  permit  the  use  of  his  name 
to  solicit,  from  any  creditor  or  shareholder  of  any  railroad  corporation  by  or 
against  whom  such  proceedings  have  been  instituted,  any  proxy  or  authorization 
to  represent  any  such  creditor  or  shareholder  in  such  proceedings  or  in  any 
matters  retating  to  such  proceedings,  or  to  vote  on  his  behalf  for  or  against, 
or  to  consent  to  or  reject,  any  plan  of  reorganization  proposed  in  connection 
with  such  proceedings;  or  (b)  to  use,  employ,  or  act  under  or  pursuant  to  any 
such  proxy  or  authorization  from  any  such  creditor  or  shareholder  which  has 
been  solicited  or  obtained  prior  to  the  institution  of  such  proceedings ;  or 
(c)  to  solicit  the  deposit  by  any  such  creditor,  or  shareholder,  of  his  claim 
against  or  interest  In  such  railroad  corporation,  or  any  instrument  evidencing 
the  same,  under  any  agreement  authorizing  anyone  other  than  such  depositor 
to  represent  such  depositor  in  such  proceedings  or  in  any  matters  relating  to 
such  proceedings,  including  any  matters  relating  to  the  deposited  security  or 
claim ;  or  to  vote  such  claim  or  interest  or  to  consent  to  or  reject  any  such  plan 
of  reorganization;  or  (d)  to  use,  employ,  or  act  under  or  pursuant  to  any  such 
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agreement  with  such  depositor  which  has  been  solicited  or  obtained  prior  to 
the  institution  of  such  proceedings ;  unless  and  until,  upon  proper  application  by 
any  person  proposing  to  make  such  solicitation  or  to  use,  employ,  or  act  under 
or  pursuant  to  such  proxies,  authorizations,  or  deposit  agreements,  and  after 
consideration  of  the  terms  and  conditions  (including  provisions  governing  the 
compensation  and  expenses  to  be  received  by  the  applicant,  its  agents  and 
attorneys,  for  their  services)  upon  which  it  is  proposed  to  make  such  solicitation 
or  to  use,  employ,  or  act  under  or  pursuant  to  such  proxies,  authorizations,  or 
deposit  agreements,  the  Commission  [Interstate  Commerce  Commission]  after 
hearing  by  order  authorizes  such  solicitation,  use,  employment,  or  action  j 
Provided,  however ,  That  nothing  contained  in  this  section  shall  be  applicable 
to  or  construed  to  prohibit  any  person,  when  not  part  of  an  organized  effort, 
from  acting  in  his  own  interest,  and  not  for  the  interest  of  any  other,  through 
a  representative  or  otherwise,  or  from  authorizing  a  representative  to  act  for 
him  in  any  of  the  foregoing  matters,  or  to  prohibit  groups  of  not  more  than 
twenty-five  bona  fide  holders  of  securities  or  claims  or  groups  of  mutual  institu¬ 
tions  from  acting  together  for  their  own  interests  and  not  for  others  through 
representatives  or  otherwise  or  from  authorizing  representatives  of  such  groups 
to  act  for  them  in  respect  to  any  of  the  foregoing  matters.  The  Commission 
shall  make  such  order  only  if  it  finds  that  the  terms  and  conditions  upon  which 
such  solicitation,  use,  employment  or  action  is  proposed  are  reasonable,  fair, 
and  in  the  public  interest,  and  conform  to  such  rules  and  regulations  as  the 
Commission  may  provide.  The  Commission  shall  have  the  power  to  make  such 
rules  and  regulations  respecting  such  solicitation,  use,  employment,  or  action 
and  with  respect  to  the  terms  and  the  provisions  of  such  proxies,  authorizations, 
and  deposit  agreements,  and  with  respect  to  such  other  matters  in  connection 
with  the  administration  of  this  subsection  as  it  deems  necessary  or  desirable 
to  promote  the  public  interest,  and  to  insure  proper  practices  in  the  representa¬ 
tion  of  creditors  and  stockholders  through  the  use  of  such  proxies,  authoriza¬ 
tions,  or  deposit  agreements  and  in  the  solicitation  thereof.  It  shall  be 
unlawful  for  any  person  to  solicit  any  such  proxy,  authorization,  or  the  deposit 
of  any  such  claim  or  interest  or  to  use,  employ,  or  act  under  or  pursuant  to  any 
such  proxy,  authorization,  or  deposit  agreement  which  has  been  solicited  or 
obtained  prior  to  the  institution  of  such  proceedings  in  violation  of  the  rules 
and  regulations  so  prescribed. 

“Every  application  for  authority  shall  be  made  in  such  form  and  contain 
such  matters  as  the  Commission  may  prescribe.  Every  such  application  shall 
be  made  under  oath,  signed  by,  or  on  behalf  of,  the  applicant  by  a  duly 
authorized  agent  having  knowledge  of  the  matters  therein  set  forth.  The  Com¬ 
mission  may  modify  any  order  authorizing  such  solicitation,  use,  employment, 
or  action  by  a  supplemental  order,  but  no  such  modification  shall  invalidate 
action  previously  taken,  or  rights  or  obligations  which  have  previously  arisen, 
in  conformity  with  the  Commission’s  prior  order  or  orders  authorizing  such 
solicitation,  use,  employment,  or  action. 

“The  Commission  may,  in  its  discretion,  make  such  investigations  as  it  deems 
necessary  to  determine  whether  any  person  has  violated  or  is  about  to  violate 
any  provision  of  this  subsection  (p)  or  any  rule  or  regulation  thereunder,  and 
may  require  or  permit  any  person  to  file  with  it  a  statement  in  writing,  under 
oath,  or  otherwise  as  the  Commission  shall  determine,  as  to  all  the  facts  and 
circumstances  concerning  the  matter  to  be  investigated.  The  Commission  is 
authorized,  in  its  discretion,  to  publish  information  concerning  any  such 
violations,  and  to  investigate  any  such  facts,  conditions,  practices,  or  matters 
as  it  may  deem  necessary  or  proper  to  aid  in  the  enforcement  of  the  provisions 
of  this  subsection  (p),  in  the  prescribing  of  rules  and  regulations  thereunder,  or 
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In  securing  information  to  serve  as  a  basis  for  recommending  further  legislation 
concerning  the  matters  to  which  this  subsection  relates. 

“Any  person  who  willfully  violates  any  provision  of  this  subsection,  or  any 
rule  or  regulation  made  thereunder  the  violation  of  which  is  made  unlawful, 
or  any  person  who  willfully  and  knowingly  makes,  or  causes  to  be  made,  any 
statement  in  any  application,  report,  or  document  required  to  be  filed  here¬ 
under  or  under  any  rule  or  regulation  authorized  hereby,  which  statement  is 
false  or  misleading  with  respect  to  any  material  fact,  shall  be  guilty  of  a 
misdemeanor,  and  on  conviction  in  any  United  States  court  having  jurisdiction, 
shall  be  punished  by  a  fine  of  not  less  than  $1,000  nor  more  than  $10,000  or 
by  imprisonment  for  not  less  than  one  year  nor  more  than  three  years,  or  by 
both  such  fine  and  imprisonment,  in  the  discretion  of  the  court;  but  no  person 
shall  be  subject  to  imprisonment  under  this  section  for  the  violation  of  any 
rule  or  regulation  if  he  proves  that  he  had  no  knowledge  of  such  rule  or 
regulation. 

“The  provisions  of  this  subsection  (p)  shall  not  be  applicable  to  any  person 
or  committee  which  has  begun  to  solicit,  obtain,  or  use  proxies,  authorizations, 
or  deposit  agreements  prior  to  the  effective  date  of  this  amendatory  section  in 
connection  with  proceedings  under  this  section  as  in  force  prior  to  such 
effective  date  or  receivership  proceedings  against  a  railroad  then  pending  in  any 
State  or  Federal  court,  unless  such  person  or  committee  makes  application  to 
the  Commission  and  receives  authority  to  act  as  in  this  subsection  provided, 
in  which  event  the  provisions  of  this  subsection  (p)  shall  be  applicable  to 
such  person  or  committee,  but  such  authorization  shall  not  be  upon  terms  which 
shall  invalidate  any  action  theretofore  taken,  or  any  rights  or  obligations  which 
have  theretofore  arisen :  Provided,  That  with  respect  to  committees  which  are 
not  subject  to  this  subsection  (p)  the  judge  shall  scrutinize  and  may  disregard 
any  limitations  or  provisions  of  any  deposit  agreements,  committee,  or  other 
authorizations  affecting  any  creditor  or  stockholder  acting  under  this  section 
and  may  enforce  an  accounting  thereunder  or  restrain  the  exercise  of  any 
power  which  he  finds  to  be  unfair  or  not  consistent  with  public  policy,  in¬ 
cluding  the  collection  of  unreasonable  amounts  for  compensation  and  expenses.” 

II.  Registration  Statements. 

In  addition  to  sections  6  and  7  of  the  Securities  Act  of  1933,  as 
amended,  the  following  should  also  be  considered : 

(a)  Section  201{.  (A)  of  the  Federal  Water  Power  Act ,  as  amended 
by  section  213  of  Title  II  of  the  Public  Utility  Act  of  1936 ,  Public 
No.  333 ,  Seventy -fourth  Congress ,  approved  August  26 ,  1935: 

“(h)  Any  public  utility  whose  security  issues  are  approved  by 
the  Commission  under  this  section  may  file  with  the  Securities  and 
Exchange  Commission  duplicate  copies  of  reports  filed  with  the 
Federal  Power  Commission  in  lieu  of  the  reports,  information,  and 
documents  required  under  section  7  of  the  Securities  Act  of  1933  and 
sections  12  and  13  of  the  Securities  and  Exchange  Act  of  1934.” 

(&)  Subsection  ( d )  of  section  15  of  the  Securities  Exchange  Act 
of  1931f ,  as  amended  by  section  3  of  Public  No.  621 ,  Seventy-fourth 
Congress ,  approved  May  27 , 1936 : 

“(d)  Each  registration  statement  hereafter  filed  pursuant  to  the 
Securities  Act  of  1933,  as  amended,  shall  contain  an  undertaking  by 
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the  issuer  of  the  issue  of  securities  to  which  the  registration  state¬ 
ment  relates  to  file  with  the  Commission,  in  accordance  with  such 
rules  and  regulations  as  the  Commission  may  prescribe  as  necessary 
or  appropriate  in  the  public  interest  or  for  the  protection  of  inves¬ 
tors,  such  supplementary  and  periodic  information,  documents,  and 
reports  as  may  be  required  pursuant  to  section  13  of  this  title  in 
respect  of  a  security  listed  and  registered  on  a  national  securities 
exchange;  but  such  undertaking  shall  become  operative  only  if  the 
aggregate  offering  price  of  such  issue  of  securities,  plus  the  aggre¬ 
gate  value  of  all  other  securities  of  such  issuer  of  the  same  class  (as 
hereinafter  defined)  outstanding,  computed  upon  the  basis  of  such 
offering  price,  amounts  to  $2,000,000  or  more.  The  issuer  shall  file 
such  supplementary  and  periodic  information,  documents,  and  re¬ 
ports  pursuant  to  such  undertaking,  except  that  the  duty  to  file 
shall  be  automatically  suspended  if  and  so  long  as  (1)  such  issue  of 
securities  is  listed  and  registered  on  a  national  securities  exchange, 
or  (2)  by  reason  of  the  listing  and  registration  of  any  other  security 
of  such  issuer  on  a  national  securities  exchange,  such  issuer  is 
required  to  file  pursuant  to  section  13  of  this  title  information,  docu¬ 
ments,  and  reports  substantially  equivalent  to  such  as  would  be 
required  if  such  issue  of  securities  were  listed  and  registered  on  a 
national  securities  exchange,  or  (3)  the  aggregate  value  of  all  out¬ 
standing  securities  of  the  class  to  which  such  issue  belongs  is  reduced 
to  less  than  $1,000,000,  computed  upon  the  basis  of  the  offering  price 
of  the  last  issue  of  securities  of  said  class  offered  to  the  public.  For 
the  purposes  of  this  subsection,  the  term  ‘class’  shall  be  construed 
to  include  all  securities  of  an  issuer  which  are  of  substantially  simi¬ 
lar  character  and  the  holders  of  which  enjoy  substantially  similar 
rights  and  privileges.  Nothing  in  this  subsection  shall  apply  to 
securities  issued  by  a  foreign  government  or  political  subdivision 
thereof  or  to  any  other  security  which  the  Commission  may  by  rules 
and  regulations  exempt  as  not  comprehended  within  the  purposes  ; 
of  this  subsection.” 
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